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Janvary 19 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 2667] 


The Committee on Finance, to whom was referred the bill (H. R. 
2667) to amend section 208 (b) of the Technical Changes Act of 1953 
(Public Law 287, 83d Cong.), having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 

The amendments are as follows: 

At the end of the bill add the following: 


Sec. 2. Section 2053 of the Internal Revenue Code of 1954 (relating to deduc- 
tions from the gross estate for expenses, indebtedness, and taxes) is hereby 
amended by redesignating subsection (d) to be subsection (e) and by adding 
after subsection (c) a new subsection as follows: 

“(d) Certain State Deata Taxes.— 

“(1) GENERAL RULE.—Notwithstanding the provisions of subsection (ec) (1) 
(B) of this section, for purposes of the tax imposed by section 2001 the value of 
the taxable estate may he determined, if the executor so elects before the expira- 
tion of the period of limitation for assessment provided in section 6501, by deduct- 
ing from the value of the gross estate the amount (as determined in accordance 
with regulations eiat by the Secretary or his delegate) of any estate, suc- 
cession, legacy or inheritance tax imposed by a State or Territory or the District 
of Columbia, or any possession of the United States, upon a transfer by the 
decedent for public, charitable, or religious uses described in section 2055 or 
2106 (a) (2). The election shall be exercised in accordance with regulations 
prescribed by the Secretary or his delegate. 

(2) CONDITION FOR ALLOWANCE OF DEDUCTION.—No deduction shall be allowed 
under paragraph (1) for a State death tax specified therein unless the decrease in 
the tax imposed by section 2001 which results from the deduction provided for in 
paragraph (1) will inure solely for the benefit of the public, charitable, or religious 
transferees described in section 2055 or section 2106 (a) (2). In any case where 
the tax imposed by section 2001 is equitably apportioned among all the trans- 
ferees of property included in the gross estate, including those described in sections 
2055 and 2106 (a) (2) (taking into account any exemptions, credits, or deductions 
allowed by this chapter), in determining such decrease, there shall be disregarded 
any decrease in the Federal estate tax which any transferees other than those 
described in sections 2055 and 2106 (a) (2) are required to pay. 
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"6 Errecr OF DEDUCTION ON CREDIT FOR STATE DEATH TAXES.—See section 
pooch * the effect of a deduction taken under this subsection on the credit for 


- Sec. 3. Section 2011 of the Internal Revenue Code of 1954 is amended by 
adding after subsection (d) a new subsection as follows: 

“ey Lrurration IN Cases Invozviwe Depucrion UnpsEr Section 2053 (d).— 
In any case where a deduction is allowed under section 2053 (d) for an estate, 
succession, legacy, or inheritance tax imposed upon a transfer for public, chari- 
table, or religious uses described in section 2055 or 2106 (a) (2), the allowance of 
—2 ve under this section shall be subject to the following conditions and 

itations: `. j 

“(1) The taxes ibed in subsection (a) shall not include any estate, succes- 
na legacy, or inheritance tax for which a deduction is allowed under section 

53 (d). 

“(2) The credit shall not exceed the lesser of— 

“(A) the amount stated in subsection (b) on a taxable estate determined 
by allowing the deduction authorized by section 2053 (d), or 

#(B) that proportion of the amount stated in subsection (b) on a taxable 
estate determined without re to the deduction authorized by section 
2053 (d) as (i) the amount of the taxes described in subsection (a), as limited 
by the provisions of paragraph (1) of this subsection, bears to (ii) the amount 
of the taxes described in subsection (a) before applying the limitation con- 
tained in paragraph (1) of this subsection. 

(3) If the amount determined under subparagraph (B) of paragraph (2) is 
less than the amount determined under subparagraph (A) of that paragraph, then 
for purposes of subsection (d) such lesser amount shall be the maximum credit 
provided by subsection (b).” 

Sec. 4. The amendments to the Internal Revenue Code of 1954 made by sec- 
tions 2 and 3 of this Act, and provisions having the same effect as this amendment, 
which shall be considered to be included in chapter 3 of the Internal Revenue Code 
of 1939, shall apply to the estates of all decedents dying after December 31, 1953. 


Amend the title so as to read: 


An Act to amend section 208 (b) of the Technical Changes Act of 1953, and 
for other purposes. 


SECTION 1. AMENDMENT. OF SECTION 208 (B) OF THE TECHNICAL 
Cnances Acr or 1953 


A. PURPOSE OF SECTION 1 


Section 1 of this bill amends section 208 (b) of the Technical 
Changes Act of 1953 by making that provision applicable to estates 
of decedents dying after December 31, 1947, instead of to estates of 
decedents dying after December 31, 1950, as provideJ in the Technical 
Changes Act. 


B. GENERAL STATEMENT 


Section 208 of the Technical Changes Act of 1953 permitted for 
estate-tax purposes the tax-free release of certain powers over a 
discretionary trust described in section 1000 (e) of the Internal 
Revenue Code of. 1939, if the grantor was under a mental disability 
for a continuous period of not less than 3 months — before 
December 31, 1947, and ending with his death. The Technical 
Changes Act did not extend relief to a grantor under such a disability 
who died after December 31, 1947, and before January 1, 1951. 
This amendment would grant relief in such cases. The amendment is 
effective as if enacted as a part of section 208 (b) of the Technical 
Changes Act of 1953. 


It is estimated that the revenue effect of this provision is negligible. 
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SECTIONS 2, 3, AND4. AMENDMENT To SECTIONS 2011 AND 2053 OF THE 
Internan Revenue Cope or 1954 


A. PURPOSE OF SECTIONS 2, 8, AND 4 


Your committee has added another provision to this bill. Under 
resent law, a deduction from the Federal estate tax is granted for 
uests to charity. Under the provision added by your committee, a 
deduction would also be granted (subject to certain conditions and 
limitations) for the amount of any estate, succession, legacy, or 
inheritance tax eue by a State upon the transfer by the decedent 
for public, charitable, or religious uses as described in section 2055 
or, in the case of nonresident aliens, section 2106 (a) (2). 

t year a similar pone was er by your committee as 
an amendment to H. R. 6887. That bill, as amended, was passed 
but was not approved by the President. In the statement announcing 
that he had withheld his approval, the President stated that he was 
sympathetic with the objectives of the bill but that there were defects 
in the legislation that caused him to reluctantly withhold his approval 
from the bill. The provisions of sections 2, 3, and 4 are designed to 
accomplish the same purpose as the amendment added to H. R. 
6887, and your committee has been advised by the Treasury Depart- 
ment that the provisions of this bill meet the objections raised in the 
President’s statement. 

In the determination of taxable estates for purposes of the Federal 
estate tax, deductions are granted by section 2055 (and 2106 (a) (2) 
in cases of nonresident aliens) for bequests to charity. However, the 
amount of the deduction is measured by the amount the charity actu- 
ally receives and not by the gross amount of the bequest. For ex- 
ample, if a State imposes a tax on the charitable bequest and the State 
tax must be paid from the charitable bequest, the estate tax charitable 
deduction would be limited to the amount of the bequest less the 
State tax paid from the bequest, and the Federal estate tax would be 
tnemneaed the corresponding increase in the taxable estate of the 
decedent. If the additional Federal estate tax thus arising must also 
be paid out of the charitable bequest, the charitable deduction will, 
in turn, be reduced and the estate tax correspondingly increased. By 
this pyramiding of tax on tax, the Federal estate tax can be increased 
by much more than the State tax on the bequest, and the combination 
of these two taxes can result in the actual transfer to charity of an 
amount considerably less than the original bequest. Your committee’s 
bill will prevent the pyramiding of the Federal estate tax in this 
manner by granting a deduction to the estate for the amount of the 
State death tax imposed upon a transfer for charitable purposes if the 
decrease in the Federal estate tax resulting from this deduction will 
inure solely to the benefit of a charitable transferee (but not necessarily 
the same charity that paid the State death tax). 


B. EXPLANATION OF SECTIONS 2 AND 3 


Section 2 of the bill adds a new subsection (d) to section 2053 of the 
Internal Revenue Code of 1954. Under subsection (d) (1), the value 
of the taxable estate may be determined by deducting from the value 
of the gross estate the amount of any State death taxes upon a transfer 
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(or transfers) by the decedent for public, charitable, or religious uses 
described in section 2055 or, in the case of nonresident aliens, section 
2106 (a) (2). 

Since the deduction which would be authorized by section 2053 (d) 
might increase the tax payable by some estates, it is provided that 
the decedent’s personal representative must make an election to claim 
the deduction. The election may be made at any time prior to the 
time any further assessment of tax against the estate is barred by 
section 6501 (statute of limitations). The election would be made in 
aecordance with regulations to be prescribed by the Secretary or his 
delegate. No deduction would be allowed for a State death tax 
imposed on a bequest to noncharitable beneficiaries. 

In order to eliminate any confusion as to the amount of a State 
estate tax (as distinguished from inheritance, legacy, and succession 
taxes) which is in effect imposed upon transfers to charity, a provision 
in subsection (d) (1) authorizes the Secretary or his delegate to 
prescribe by regulations the method to be followed in allocating the 
portion of the State estate tax to the charitable transfers. 

Under subsection (d) (2), the benefit of the deduction will inure 
solely to charity where the entire Federal estate tax is payable out of 
bequests to charity and also in cases where the State death tax is 
paid by charity and the Federal estate tax is equitably apportioned 
among all of the beneficiaries (including charity) of property included 
in the gross estate. The Federal estate tax is equitably apportioned 
among all the beneficiaries where each beneficiary is required to pay 
the portion of the tax which is attributable to his bequest, after taking 
into account any deduction or credit allowed (by the estate tax 
chapter of the code) with respect to that bequest in the determination 
of the estate tax payable. The amendment to section 2053 (d) 
would eliminate this pyramiding of the Federal estate tax at the 
expense of charity in these two types of cases. 

or example, assume that the testator bequeaths $100,000 to A, 
$100,000 to B, and $100,000 to C, a charity, and directs that each 
legatee bear his proportionate share of the Federal estate tax based 
on the net amount of his bequest includible in the taxable estate. 
Assume also that State X imposes a 15-percent inheritance tax on 
charitable bequests. On:the basis of these facts, the estate would be 
entitled to a deduction uader this section of $15,000 and a charitable 
deduction of $85,060. Under the provisions of the will, the charity 
would pay no Federal estate tax because deductions totaling $100,000 
alowed in connection with the charitable bequest have the effect. of 
reducing the amount of the charitable bequest includible in the taxable 
estate to zero. A and B would each, therefore, be required to pay 
one-half of the Federal estate taxes. In the absence of the deduction 
of $15,000 allowed under this section, the charity would have been 
required to bear the Federal estate tax attributable to the inclusion 
of such amount in the taxable estate. If, on the other hand, the 
testator directed that A, B, and C each bear one-third of the Federal 
estate tax, the deduction provided for in this bill would not be allowed. 
In such case, the charitable deduction is not taken into account and 
the charity would be required to bear Federal estate tax imposed on the 
bequests to A and B. Thus, the requirement of the bill that the 
benefit inure solely to charity would not be satisfied. 
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Where charity pays the entire Federal estate tax, it naturally 
would receive all of the benefit of the deduction allowed by subsection 
(d) (1). It will also receive the benefit of the deduction where charity 
must pay the portion of the Federal estate tax attributable to the 
State death tax borne by it since the primary result of the deduction 
is the elimination of this portion of the Federal estate tax. 

In the apportionment cases referred to, the noncharitable benefi- 
ciaries receive an incidental benefit by reason of the fact that the 
average rate of tax imposed on the trxable estate determined by 
allowing the deduction is lower than the average rate of tax imposed 
on the taxable estate determined without allowance of the deduction. 
This incidental benefit resulting from the lowering of the average 
tax rate would be disregarded in determining whether charity receives 
the entire benefit of the deduction. 

Section 3 of this bill amends section 2011 of the 1954 code, relating 
to credit for State death taxes. The allowance of this deduction 
under section 2053 (d) makes certain changes necessary in section 
2011 in order that (1) the estate «oes not receive a credit as well as 
a deduction for the same payment to a State, (2) the bequest that 
bears the Federal estate tax attributable to the State death tax on 
noncharitable transfers will receive the same benefit as under present 
law, and (3) the change in the method of determining the Federal 
estate tax will not change the application of State pickup tax laws. 

Section 2011 (e) (a new subsection added by sec. 3 of this bill) pro- 
vides the general rule in paragraph (1) that no credit shall be allowed 
for any State death tax for which a deduction has been allowed. 

Section 2011 (e) (2) provides that the maximum amount allowable 
as a credit for State death taxes shall not exceed the amount of the 
credit computed without regard to section 2053 (d) which is attribut- 
able to the State death tax on the transfers other than those described 
in sections 2055 or 2106 (a) (2). This paragraph also provides that 
the credit for State death taxes shall not exceed the maximum amount 
that would be allowable for a taxable estate determined by allowing 
the deduction provided for in section 2053 (d). 

Under paragraph (3) of section 2011 (e), the basic estate tax will be 
determined by reference to the maximum credit allowable under para- 
graph (2) (B) when the maximum credit allowable is the amount pro- 
vided under that provision. In a case where the deduction under 
section 2053 (d) is allowed, the basic estate tax, which forms the basis 
for the application of State pickup tax Jaws, would be 125 percent of 
the maximum credit allowable as described in paragraph (2). 


C. EXPLANATION OF SECTION 4 


Under section 4 of this bill; the deduction allowed by section 2 
together with the provisions in section 3, are considered to be ineluded 
in the estate tax imposed by the Internal Revenue Code of 1939. 
Therefore, in the case of decedents dying after December 31, 1953, a 
deduction may be allowed (at the election of the executor) for the 
State tax imposed on bequests to charity under the same conditions 
and limitations that would be available in the case of a decedent 
dying after the enactment of the 1954 code. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed i in black brackets; new matter is printed in italics; existing 
law in which no changes is proposed i is shown in roman): 


SectTION 208 or rae TecaNnicat Caanaes Acr or 1953 
SEC. 208. — TO RELINQUISH A POWER IN CERTAIN DISABILITY 


(a) AmenNpMENT or Section 811 (d).—Section 811 (d) —— to revocable 
transfers) is ery amended by inserting after paragraph (3) the the following 
new 
“(4) — OF DISABILITY IN CERTAIN CASEs.—For the purposes of this 
subsection, in the case of a decedent who was (for a continuous period 
beginning not less ES three months before December 31, 1947, and ending 
with his death) under a mental —“ to relinquish a power, the term 
wer’ 7. not include a power the relinquishment of which on or after 
anuary 1, 1940, and on or before December 31, 1947, would, by reason of 
section ion 1000 (e), be deemed not to be a transfer of property for the purposes 
of chapter 
(b) Errecttve Dare.—The amendment made by subsection (a) shall apply 
only with respect to estates of decedents dying aioe cember oh [1950] 7 sty 7. 
* * * + 


InrerNAL Revenve Cope or 1954 
* + * * 


SEC, meen er FOR eo ae —** 


+ x 

(e) Ta IN Cases Tanit ——— Unper Secrion 2053 (d).— 
In any case where a deduction is “imposed upon section 2053 (d) for an estate, 
succession, legacy, or inheritance alipeana im on a transfer for public, charitable, 


or religious uses described in section 5 or 2108 (a) (2), the allowance of the credit 
under this section shall be subject to the following conditions and limitations: 
(1) The taxes described in subsection (a) shall not include any estate, succession, 
legacy, or inheritance tax for which a deduction is allowed under il "2058 (d). 
(2) The credit shall not exceed the lesser of— 
(A) the —— stated in ation (6b) on a taxable estate determined by 
allowing the deduction authorized by section 2058 (d), or 
(B) that of the amount stated in sa (b) on a tazable estate 
LP — —— to the deduction authorized by section 2053 (d) as 
of C) Tie amon CG of has sibdastion, Sobre te (6) ter con ded by the raisins 
1 this rs to (ti amount e 
—** en applying the limitation contained in raragraph (1) 


(sy If * amount — n under menara h (B) F4 — (2) is less 
than the amount determined under TS graph (A) of hat faragraph, then for 
of subsection (d) such lesser amount shall ae acon credit provided 
by subsection (b). 
* * a > * a a 
SEC. sn EXPENSES, DORE AND TAXES 


* > * 
nn Luis Baies duel r 
GENERAL RULE:—Nolwithstanding the provisions of subsection (c) (1) (D, of 
for purposes of the tax imposed by section 2001 the value of 
estate may be determined, if the executor so elects before the expiration of the pose 
site aye derma, of the erty ao eles belor ae serene areata Hares 
of the j À with regulations 
scribed by the or his non ab je mont Sapeey er inheritence 
taz i a or Territory or the of Columbia, or any possession 
of the United upon a transfer by the decedent for public, charitable, or religious 
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uses described in section 2055 or 2106 (a) (2). The election shall be exercised in 
clases with regulations prescribed by Secretary or his delegate. 

“ae ConpDITION FOR ALLOWANCE OF DEevucTIon.—No deduction shall be allowed 

(1) for a State death tax specified therein unless the decrease in the 
section 2001 which results from the deduction provided for in para- 
graph 1) inure — for the benefit of the public, charitable, or religious trans- 
in section 2055 or section 2106 (a) (2). In any case where the tax 
ese by section 2001 is equitably apportioned among all the transferees of property 
included in the gross estate, including those described in sections 2055 and 2106 (a) 
(2) (taking into account any exemptions, credits, or deductions allowed by this chapter) 
in determining such decrease, there shall be disregarded any decrease in the Federal 
estate tax which any transferees other than those described in sections 2055 and 2106 
(a) (2) are required to pay. 

(3) Errzecr or DEDUCTION ON CREDIT FOR STATE DEATH TAXES.—See section 
2011 (a) for the effect of a deduction taken under this subsection on the credit for 
State deat ous 

E(d)1 (e) Manrraz Ricurs.— 


O 
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CREDIT AGAINST ESTATE TAX FOR TAX ON CERTAIN 
PRIOR TRANSFERS 


January 19 (legislative day, January 16), 1956. -Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 7054] 


The Committee on Finance, to whom was referred the bill (H. R. 
7054) to amend the Internal Revenue Code of 1939 to provide a credit 
against the estate tax for Federal estate taxes paid on certain prior 
transfers, having considered the same, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 8, after ‘‘ ‘transferor’)’’, insert ‘‘who was the spouse of 
the decedent at the time of such person’s death and”. 

Page 2, line 8, strike out ‘“‘six months” and insert “2 years”, 

Page 3, line 3, strike out ‘6 months” and insert “2 years”. 


PURPOSE OF BILL 


This bill adds a new section 814 to the Internal Revenue Code of 
1939 providing that an executor of an estate may elect to take a credit 
against the estate tax for the amount of tax paid on property passing 
to the decedent from a person who was the spouse of the decedent 
at the time of such person’s death and who died within 2 vears prior 
to decedent’s death. Those who claim such a credit must forego any 
deduction for previously taxed property allowed by section 812 (c) 
of the 1939 code. This new election is to be available with respect 
to estates of decedents dying after December 31, 1951, and before 
August 16, 1954. 

GENERAL STATEMENT 


Section 812 (c) of the 1939 code provided a deduction from the 
gross estate for the value.of property included in the decedent’s gross 
estate which had previously been taxed as part of the estate of an 
individual who died within 5 years prior to the death of the decedent. 
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The deduction was also available with respect to taxable gifts re- 
ceived by the decedent within 5 years prior to his death. To qualify 
for the deduction it had to be possible to trace the propariy in the 
decedent’s estate to the prior descendent or donor. Moreover, no 
deduction for previously taxed property was allowed if the property 
was received from a prior decedent who was the decedent’s spouse. 
While section 812 (e) allowed a marital deduction for an amount 
equal to the value of property passing from a. decedent to his sur- 
viving spouse, this deduction was limited to 50 percent of the value 
of the adjusted gross estate of the decedent.  - 

Numerous objections were raised to the deduction for previously 
taxed property under the 1939 code. These include the fact that a 
deduction for property taxed in a prior estate is an unsatisfactory 
measure of the tax previously borne by that property, the difficulties 
faced in attempting to comply with the “‘tracing”’ rule, and the inequity 
in denying any tax relief in the case of property passing to a spouse in 
excess of amounts for which a marital deduction can be taken. As a 
result Congress in the Internal Revenue Code of 1954 (sec. 2013) 
allowed as a credit against the decedent’s tax all, or a portion, of an 
estate tax previously paid with respect to property transferred to the 
decedent witnin 10 years prior to (or 2 years after) his death. More- 
over, account was taken of tax previously paid where property was 
included in the estate of the spouse and where the transfer to the 
decedent was in excess of the amount for which a marital deduction 
could be taken. 

The credit provided in the 1954 code only applies, however, in the 
case of decedents dying after the effective date of the 1954 code, 
—— À August 16, 1954. Cases of hardship under the 1939 code 
have been called to your committee’s attention which deserve the 

relief provided under the 1954 code. These are cases where a husband 
` and wife, for example, have died within a short time of each other and 
where most of the estate of the first decedent passed to the spouse 
In such cases, to the extent the property passing to the spouse ex- 
ceeded the amount which could be taken as a marital deduction, 
there has been a substantial diminution of estates by the successive 
levying of death taxes within a brief period of time. Therefore, your 
committee has made the credit for estate taxes paid on prior transfers 
available in certain cases under the 1939 code. 

Your committee has made two amendments to the bill. First, the 
bill has been extended to cover cases in which the decedent dies 
within 2 years of the death of the transferor rather than within 6 
months as provided in the House bill, This extension of the period 
to 2 years corresponds with the period for which a full credit is given 
under section 2039 of the 1954 code. Second, the bill has been 
restricted to instances in which the transferor of the property was the 
spouse of the decedent at the time of the transferor’s death. Section 
812 (c) of the 1939 code denied the deduction to propert — 
taxed in the case of certain transfers between spouses and this restric- 
tion — the hardship from which your committee believes relief 
should be granted. 

EXPLANATION OF BILL 


_ Subsection (a) of the new section 814 of the 1939 code provides 
that executors may elect to claim a credit for the Federal estate tax 


S 
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paid with respect to the transfer of property to the decedent by another 
person who was the spouse of the decedent at the time of such person’s 
death and who died within 2 years before the decedent’s death. This 
is to be available only with respect to decedents dying after December 
31, 1951, where the 1939 code applies. The transfer of property in 
this case includes property passing as the result of the exercise or non- 
exercise of & power of appointment. There is no need to provide for 
reductions in the credit (as under the 1954 code) where the prior 
decedent predeceased the decedent by more than 2 years, since the 
new section 814 of the 1939 code only applies where the prior decedent 
died within 2 years before the decedent. 

Subsections (b), (c), (d), and (e) of the new section 814 as reported 
by your committee are the same in substance as the corresponding 
subsections of section 2013 of the 1954 code. Subsection (b) deals 
with the computation of the credit and in general determines the tax 
pad by the prior decedent which is attributable to property trans- 
erred to the decedent. Subsection (c) in general provides that the 
credit. allowed is not to exceed the benefit the decedent would have 
derived from the omission of the property previously taxed from the 
base for his estate tax. Subsection (d) relates to the valuation of the 
property transferred to determine the proportion of the decedent’s 
estate it represents. In general its value is to be its value for purposes 
of determining the Federal estate tax of the prior decedent reduced 
by any death tax paid out of this property, any obligations imposed 
with respect to the property transferred to the decedent, and any 
marital deduction claimed by the prior decedent with respect to the 
property transferred to the decedent. Subsection (e) provides that 
the term “‘property’’ includes a beneficial interest in property, includ- 
ngs general power of appointment. 

ubsection (f), which does not correspond to any provision in the 
1954 code, provides that if the executor claims the credit provided by 
the new section 814 of the 1939 code he may not take a deduction 
(under sec. 812 (c)) for property previously taxed. No such deduction 
is available under the 1954 code. 

This bill has been reported unanimously by your committee. 


CHances IN Existinac Law 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1939 


* * * * * * 


Crapter 3—Estate Tax 


$ * * * < « * 
Subchapter A—Basic Estate Tax 
* G * * * * J 


PART H--ESTATES OF CITIZENS OR RESIDENTS OF THE UNITED STATES 


* * * + * x + 
Subpart I—Computation of Tax 
* ~ + * a * * 
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SEC. 814. CREDIT FOR TAX ON CERTAIN PRIOR TRANSFERS. 


(a) Gewerat Rute.—If the executor so elects, the tax imposed by sections 810 
and 985 in the case of a decedent (but only if the decedent was a citizen or resident of 
the United States at the time of his ) dying after December 31, 1951, shall be 
credited with all or a part of the amount of the Federal estate tar paid with respect to 
the transfer s property (including — a as a result of the exercise or 
nonexercise of a power of appointment) to decedent by or from a person (herein 
designated as a ‘‘transferor’’) who was the spouse of the at the time of such 
person’s death and who died within 2 years before the decedent’s death. The credit 
shall be the amount determined under subsections (b) and (c). 

(b) Compuration or Crepir.—Subject to the limitation prescribed in subsection 
(c), the credit provided by this section shall be an amount which bears the same ratio 
to the estate tax paid (adjusted as indicated hereinafter) with respect to the estate 
of the transferor as the aie of the property transferred bears to the net estate of the 
transferor (determined for purposes of the tax imposed by section 935) decreased 
by any death taxes paid with respect to such estate and increased by the exemption 
provided for by section 935 (c) in determining the net estate of the transferor for 
zorpean of the estate tax. For purposes of the preceding sentence, the estate tar paid 
shall be the Federal estate tax paid increased by any credits allowed against such 
estate tax under sections 813 (a) and 936 (b) on account of gift tax, and for any 
credits allowed against such estate tax under this section on account of prior transfers 
where the transferor acquired property from a person who died within 2 years before 
the death of the decedent. 

(c) LIMITATION ON Crepir.— 

(1) IN GENERAL.—The credit provided in this section shall not exceed the 
amount by which— 
(A) the estate tax imposed by sections 810 and 935 (after deducting the 
credits for State death taxes, gift tax, and foreign death taxes provided for 
in — 810, 813, and 936) computed without regard to this section, 
exce 
(B) such tax computed by excluding from the decedent’s gross estate the 
value of such property transjerred and, 1f applicable, by making the adjust- 
ment hereinafter indicated. 
If any deduction is otherwise allowable under section 812 (d) (relating to charitable 
uction) then, for the purpose of the computation indicated in subparagraph 
(B), the amount of such deduction shall be reduced by that part of such deduction 
which the value of such property transferred bears to the decedent's entire gross 
estate reduced by the deductions under section 812 (b) (relating to deduc- 
tion for expenses, losses, etc.). For purposes of this section, the value of such 
property transferred shall be the value as provided for in subsection (d) of this 
section. 


(2) Two OR MORE TRANSFERORS.—1f the credit provided in this section relates 
to property received from two or more transferors, the limitation provided in 
paragraph (1) of this subsection shall be com uted by aggregating the value of 

property so transferred to the decedent. The aggregate limitation so deter- 
mined shall be apportioned in accordance with the value of the property transferred 
to the decedent by each transferor. 

(d) VALUATION or Properry Transrerrev.—The value of property transferred 
to the decedent-shall be-the value used for the purpose of determining the Federal 
estate tax liability of the estate of the transferor but— 

(1) there shall be taken into account the effect of the tax imposed by sections 
810 and 935, or any estate, succession, legacy, or inheritance tax, on the net 
value to the decedent of such property; 

(2) where such property is encumbered in any manner, or where the decedent 
incurs any obligation imposed by the transferor with respect to such property, 
such encumbrance or obligation shall be taken into account in the same manner 
as 7 the amount of a gift to the decedent of such property was being determined; 


a 

(3) if the decedent was the spouse of the transferor at the time of the transferor’s 
death, the net value of the property transferred to the decedent shall be reduced by 
the amount allowed under section 812 (e) (relating to marital deductions) as a 
deduction from the gross estate of the transferor. 

(e) Property Derinep.—For purposes of this section, the term “property” includes 
any beneficial interest in property, including a general power of appointment (as 
dette section 811 (f)). 

(J) Dentar or Depucrion ror Prorerry Previousiy Taxen.—1f the executor 
elects the credit provided by this section, the deduction provided by section 812 (c) shall 
not be allowed. . å å 4 $ à 
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AMENDMENT OF SECTION 120 OF THE INTERNAL REV- 
ENUE CODE OF 1939 RELATING TO UNLIMITED DEDUC- 
TION FOR CHARITABLE CONTRIBUTIONS 


Janvary 19 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Byrp, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 7094] 


The Committee on Finance, to whom was referred the bill (H. R. 
7094) to amend section 120 of the Internal Revenue Code of 1939 
(relating to unlimited deduction for charitable contributions), having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF BILL 


This bill provides that an unlimited charitable deduction is to be 
available for charitable and other contributions under the 1939 code 
where in the current year and in 8 out of 10 of the immediately pre- 
ceding years the individual’s contributions to charity, plus his income- 
tax payments, accounted for 90 percent or more of his taxable income, 
but only if an amount equal to any refund under this provision is paid 
to, or set aside for, charity. This bill entitles a taxpayer who quali- 
fies under its provisions to secure a refund whether his claim is filed 
before, on, or after the date of enactment of this bill. 


GENERAL STATEMENT 


Under the 1939 code the 20-percent limitation on charitable con- 
tributions did not apply where the taxpayer’s charitable contribu- 
tions, plus his income-tax payments, in the current year and in each 
of the prior 10 years equaled 90 percent or more of his taxable income. 
Congress in its consideration of the 1954 code last year decided that 
this was unduly restrictive, and provided instead that the 90-percent 
test need be met only in 8 out of 10 of the past years. However, this 
provision was effective only with respect to taxable years beginning 
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after December 31, 1953, and ending after August 16, 1954. The test 
remained as 10 out of the 10 past years under the 1939 code. 

Just as Congress in 1954 considered the rule of 10 out of the last 
10 years to be too restrictive with respect to the future, your com- 
mittee believes that this rule is unduly restrictive with respect to 
prior years. For that reason, your committee has extended the 8-out- 
of-10-year rule to all taxable years to which the 1939 code applies. 
However, it is provided that any refund attributable to an overpay- 
ment of tax resulting from the enactment of this bill is to be permitted 
only if the amount of the refund is paid immediately as a charitable 
contribution. If the taxpayer has died at the time the refund is 
made, an amount equal to the refund must, under the terms of the 
decedent’s will, be transferred for public, charitable, or religious uses 
(as described in sec. 2055 of the 1954 code, which provides a deduction 
for charitable, etc., contributions for estate-tax purposes), and the 
amount so transferred must be deductible from the value of the gross 
estate. It is also —— in the bill that no interest is to be paid 
with respect to such a refund. 

The amount of the refund is not to be taken into account in deter- 
mining the qualification of the taxpayer for an unlimited charitable 
deduction for any year or any liability of the taxpayer or his estate for 
income or estate-tax purposes. Provision is also made for a 7-year 
statute of limitations in lieu of the ordinary 3-year period of limitation 
prescribed in section 322 (b) (1) of the 1939 code. The provisions of 
section 322 (b) (2) or (3) of the 1939 code do not apply to the amount 
of the overpayment of income tax attributable to the amendment 
made by the bill. 

This bill has been reported unanimously by your committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in —— law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 


enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


INTERNAL Revenve Cope or 1939 
+ * — + + * » 


CHAPTER 1-—-INCOME TAX 


* * * * * * * 
SEC, 120. UNLIMITED DEDUCTION FOR CHARITABLE AND OTHER 
CONTRIBUTIONS, 


In the case of an individual if in the taxable year and [in each of the ten pre- 
ceding taxable years] in eight of the ten preceding turable years the amount of the 
contributions or gifts described in section 23 (0) tS corresponding provisions of 
prior revenue Acts) plus the amount of income (determined without regard to 
subchapter E, relating to tax on self-employment income), war-profits, or excess- 
profits taxes paid during such ze in respect of such year or preceding taxable 
years, exceeds 90 per centum of the taxpayer’s net income for each such year, as 
computed without the benefit of the applicable subsection, then the 20 per centum 
limit imposed by section 23 (0) shall not be applicable. 


* + * * * * + 


O 
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AN ACT RELATING TO RECOGNITION OF GAIN OR LOSS IN CERTAIN 
RAILROAD REORGANIZATIONS AND TO AMEND SECTION 108 (b) 
OF THE INTERNAL REVENUE CODE OF 1954 AND SECTION 723 
OF THE INTERNAL REVENUE CODE OF 1939 





Janvary 19 (legislative day, January 16), 1956.—Ordered to be printed 





Mr. Byr, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 7247] 


The Committee on Finance, to whom was referred the bill (H. R. 
7247) to amend the Internal Revenue Code of 1954 with respect to 
the treatment of gain in certain railroad reorganizations, having 
considered the same, report favorably thereon with amendments 
and recommend that the bill as amended do pass. 

The amendments are as follows: 

At the end of section 3 insert the following: 


Sec. 4. Section 108 (b) of the Internal Revenue Code of 1954 (relating to in- 
come of a railroad corporation from discharge of indebtedness) is hereby amended 
os out “December 31, 1955” and inserting in lieu thereof “December 31, 
1957”. 

Sec. 5. Section 723 of the Internal Revenue Code of 1939 (relating to equity 
invested capital in special cases) is hereby amended by adding at the end thereof 
the following new subsection: 

“(c) Ifa —— of a railroad corporation, as defined in section 77m 
of the National Bankruptcy Act, as amended, was effected after December 31, 
Pape in pursuance of an order of the court having jurisdiction of such corpora- 

on— 
“(1) in a receivership proceeding; or 
Dn on a proceeding under section 77 of the National Bankruptcy Act, as 
amended, 
the equity invested capital of such corporation shall (at the election of the tax- 
vara be the same as if the assets been acquired in a transaction to which 
section 760 is applicable.” 

Sec. 6. The amendment made by section 5 of this Act shall be effective for 

taxable years beginning after December 31, 1941. 


Amend the title so as to read: 


An act relating to tion of gaia or loss in certain railroad reorganizations 
and to amend section 108 (b) of the Internal Revenue Code of 1954 and section 
723 of the Internal Revenue Code of 1939. 
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Sections 1, 2, anp 3. RECOGNITION OF GAIN OR Loss IN CERTAIN 
RAILROAD REORGANIZATIONS 


A. PURPOSE OF SECTIONS 1, 2, AND 8 


The purpose of sections 1, 2, and 3 is to add a new section 374 to 
the 1954 code to provide that no gain will be recognized to a railroad 
corporation where its properties are transferred, pursuant to a court 
order in a receivership proceeding or in a proceeding under the 
Bankruptcy Act, in a reorganization approved by the court in exchange 
solely for stock or securities in another railroad corporation. This 
establishes for railroad corporations substantially the same rule that 
now exists for other corporations. 


6. GENERAL STATEMENT 


Under section 373 of the 1954 code no loss is recognized where 
property of a railroad corporation is transferred pursuant to a court 
order in a receivership proceeding or in a proceeding under section 77 
of the Bankruptcy Act to another railroad corporation organized for 
the purposes of effectuating a plan of reorganization approved by the 
court. For purposes of this provision a railroad corporation is defined 
in the same manner as it is defined in section 77 (m) of the Bankruptcy 
Act. The basis of the property in such cases is the same in the hands 
of the successor railroad corporation as in the hands of the railroad 
corporation from whom the property was acquired. A similar 
provision was contained in section 112 (b) (9) of the 1939 code. 

It has been brought to the attention of the committee that there 
may be instances in such railroad reorganizations where the transfer 
of property in the reorganizations would result in a taxable gain. 
Your committee’s bill, therefore, adds a new section 374, applicable 
to transfers after July 31, 1955, to provide that gain will not be 
recognized in such receivership or bankruptcy reorganizations with 
respect to property of the transferor corporation which is exchanged 
solely for stock or securities of the transferee corporation. Where, 
however, the transferor corporation receives not only stock or securi- 
ties which are permitted to be received without the recognition of 
= but also other property or money (such other property or money 

ing commonly referred to as “boot’’), no gain will be recognized 
to the corporation receiving such boot provided that it distributes 
the boot in pursuance of the plan of reorganization. If the transferor 
corporation does not distribute the boot pursuant to the plan 
of reorganization, gain will be recognized to it in an amount which 
does not exceed the sum of any money and the fair market value of 
any Chee property received by it but not distributed. 

our committee has also provided that the basis of the property in 
the hands of the transferee corporation shall be increased in the amount 
of gain recognized to the transferor. In general, these provisions 
correspond to the provisions applicable under section 371 in the case 
of reorganizations by corporations other than railroads in receiver- 
ship, foreclosure, or similar proceedings, or in a proceeding under 
chapter X of the Bankruptcy Act. 

Section 373 has been amended so as to limit it to transfers before 
August 1, 1955. i 
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Secrion 4. Exrension For 2 YEARS OF THE APPLICATION or SEC- 
TION 108 (8) OF THE INTERNAL REVENUE Cope or 1954 (RELATING 
TO Income or a Raitroap Corporation From DiscHarGE OF 

_ INDEBTEDNESS) 


A. PURPOSE OF SECTION 2 


Section 4, which was added by your committee, extends for 2 years 
the expiration date contained in section 108 (b) of the Internal 
Revenue Code of 1954. Under existing law, the provisions of section 
108 (b) do not apply to any discharge of indebtedness occurring in a 
taxable * beginning after December 31, 1955. This latter date 
is extended to December 31, 1957, under this provision. 


B. GENERAL STATEMENT 


Under section 108 (b) of the 1954 code, income from the discharge 
of indebtedness of a railroad corporation is excluded from gross in- 
come if the discharge is effected pursuant to a court order issued in a 
receivership proceeding or in a proceeding under section 77 of the 
Bankruptcy Act. In such cases, the basis of the property of the rail- 
road corporation is not reduced by reason of the exclusion from gross 
income of the amount of income attributable to the discharge of 
indebtedness. 

A provision corresponding to section 108 (b) was contained in section 
22 (b) (10) of the 1939 code. This provision was first added to the 
Internal Revenue Code by the Revenue Act of 1942 effective for 
taxable years beginning after December 31, 1939, and before January 
1, 1946. Its application was extended in subsequent revenue acts 
to December 31, 1954, and was further extended to December 31, 
1955, by the 1954 code. Because certain railroad receivership pro- 
ceedings have not yet been concluded and no court order has been 
issued in these cases, the bill extends the applicability of the pro- 
vision so that it will also apply to any —— of indebtedness 
occurring in a taxable year beginning after December 31, 1955, and 
before January 1, 1958. 

It is estimated that the revenue effect of this provision will be 
negligible. 


SECTIONS 5 AND 6. RAILROAD CORPORATIONS SUBJECT TO 
RECEIVERSHIP OR BANKRUPTCY PROCEEDINGS 


A: PURPOSE OF SECTIONS 5 AND 6 


This section, which was added by your committee, amends section 
723 of the Internal Revenue Code of 1939 (relating to the computa- 
tion of equity invested capital in special cases under the World War 
II excess-profits tax) to provide at the election of the taxpayer that, 
in the case of a recapitalization of a railroad corporation pursuant to 
receivership or bankruptcy proceedings, the equity invested capital 
is to be the same as if the corporate assets were transferred to a new 
corporation. Where the properties of a railroad corporation are trans- 
ferred to a new corporate entity in receivership or bankruptcy pro- 
ceedings, the equity invested capital is determined under section 760 
of the World War II excess profits tax and reflects the basis of the 
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transferred assets... The treatment thus provided in the case of a new 
corporation results from the addition of sections 112 (b) (9) and 
Haa) (20) to the 1939 code by section 142 of the Revenue Act of 


B. GENERAL STATEMENT 


The report of the Senate Finance Committee accompanying the 
Revenue Act of 1942 (S. Rept. No. 1631, 77th Cong., 2d sess.) indicates 
that the purpose of the committee was to provide equal treatment 
whether a new corporation was ized, or the — corporate 
entity was used, to effectuate the plan of reorganization. It has been 
brought to the attention of your committee, however, that, because of 
subsequent court decisions, some doubt exists that a recapitalization 
of an existing corporate entity in receivership or bankruptcy proceed- 
ings would be accorded as favorable treatment as where the assets are 
transferred to a new corporation, The adoption of this amendment 
thus carries out the expressed intent of the committee in connection 
ue De 5 affecting such reorganizations adopted in the Revenue 

ct of 1942. 

Under the amendment, the equity invested capital of a railroad 
corporation which has been recapitalized after December 31, 1938, 
in pursuance of an order of the court having jurisdiction of such 
moa arn either in a receivership proceeding or in a proceeding 
under section 77 of the National Bankruptcy Act, at the election of 
the taxpayer will be determined in the same manner as if the assets 
which the corporation held immediately following the recapitalization 
had been transferred to a new corporation in a transaction to which 
section 760 of the Internal Revenue Code of 1939 is applicable. 
The election allowed by this section may be made under such regula- 
tions as the Secretary or his delegate may prescribe. For this purpose, 
all of such assets are to be considered as having been transferred to a 
new corporation in exchange for the stock, securities, and other 
liabilities existing immediately after the recapitalization. The 
amendment is effective with respect to taxable years beginning after 
December 31, 1941. 

It is estimated that the revenue effect of this provision will be 
negligible. 

Cuancoes IN Existine Law 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 

x * + + * x * 
Internat Revenue Copz or 1939 
a + * * + * + 
SEC. 723. EQUITY INVESTED CAPITAL IN SPECIAL CASES. 
* * * è * * + * 
4 a recapitalization of a railroad corporation defined in section 77m of 


ion, as 
National. Act, as amended, was effected after December 31, 1938, in 
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(2) in: — —— —— — — 
eae 


J 


apuy sapias ss capital of such corporation shall (at the election of the taxpayer) 
be the 1a8 if the assets had been acquired in a transaction to which section 76 
— — 
e s * * * * 4 
INTERNAL Revenue Cope or 1954 


* * * x * * * 

SEC. 108. INCOME. FROM DISCHARGE OF INDEBTEDNESS, 

Be .Srecraz Ruze or ExcLusions.— * * * 

b) —— Corporations.—No amount shall be included in gross income 

cancellation, or modification, in whole or in part, 

wishin the the Dit of any indebtedness of a railroad corporation, as defined 
in section 77 (m) the PT Act (11 U. S. C. 205 (m)), if such discharge, 
cancellation, or modification is effected pursuant to an order of a court in a 
receivership Ton or in a proceeding under section 77 of the Bankruptcy 
Act. —— r suc amount of any income of the taxpayer attributable to 
any unamortized — (computed as of the first day of the taxable year in 
which such discharge occurred) with respect to such indebtedness shall not be 
included in gross income, and the amount of the deduction attributable to any 
unamortized discount (compated as of the first day of the taxable year in which 
such discharge occurred) with respect to such indebtedness shall not be allowed 
as a deduction. Subsection (a) of this section shall not apply with respect to 
any discharge of indebtedness to which this subsection applies. This subsection 
shall not a Eng discharge occurring in a taxable year beginning after 
December — 


* * * * + ~ 


SEC. 357. ASSUMPTION OF LIABILITY. 


(a) Generat Rute.—Except as provided in subsection (b) and (c), if— 

(1) the taxpayer receives property which would be permitted to be re- 
ceived under section 351, 361, [or 371] 371, or 374 without the recognition 
of gain if it were the sole consi eration, and 

2) as part of the consideration, another party to the exchange assumes a 
re NA of the taxpayer, or acquires from the taxpayer property subject to a 

then such assumption or acquisition shall not be treated as money or other 
property, and shall not Has the —— e from — within the provisions 
of section 351, 361 [or 371] 371, or 374, as the case may be 

(b) Tax ÅVOIDANCÈ PURPOSE — 

(1) In GENERAL.—If, taking into consideration the nature of the liability 
and the circumstances in the light of which the arrangement for the assump- 
tion or acquisition was made, it appears that the principal pu of the 
tat — with respect to the assumption or acquisition descri in subsec- 

On (4)— 
(A) was a purpose to avoid Federal income tax on the exchange, or 
(B) if not such purpose, was not a bona fide business purpose, then 
such assumption or acquisition (in the total amount of the liability as- 
sumed US uired pursuant to such exchange) shall, for purposes of 
section 351, 36 1, Ror 371] 371, or 374 (as the case may be), be considered 
as ee receiv a the taxpayer on the exchange, 


s * h * E 
(c) hides IN — or Basis.— 
* * * R * — v 
(2) EXCEPTIONS.—- 
* * + +$ + = e 
(B) section [371] 371 or 374 applies. 

+ + + + + * + 7 
SEC. Que GAIN ithe NOT RECOGNIZED IN CERTAIN RAILROAD 
jS Nonrecoenirion or Loss.—No gain or loss shall be if propert 

— ete 1 ete eee LS 


a railroad. 
(40 Bat Tas 11 U. 8. — à Eerahaferred in queunnes? res ht oe 
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August 1, 1955, in pursuance of an order of the court having jurisdiction of such 
corporation— 
3 in a receivership proceeding, or 

_ . (2) in a proceeding under section 77 of the Bankruptcy Act, to a railroad 
corporation (as defined in section 77 (m) of the Bankruptcy Act) organized 
or made use of to effectuate & plaa of reorganization approved by the court 
in such proceedi *g. 
* * 


(b) Basis.— 
(1) Ramroap.corrorations.—If the property of a railroad corporation 
(as defined in section 77 (m) of the Bankruptcy Act): was acquired after 
(December 31, 1938] December 31, 1938, and before August 1, 1955, in 
pursuance of an order of the court having jurisdiction of such corporation— 
(A) in a receivership proceeding, or 

(B) in a proceeding under section 77 of the Bankruptcy Act, 
and the as corporation is a railroad corporation (as defined in section 
77 (m) of the Bankruptcy Act) organized or made use of to effectuate a plan 
of reorganization approved by the court in such proceeding, the basis shall 
be the same as it would be in the hands of the railroad corporation whose 
property was so acquired. 
* * * 






























































* * * * 


f “SEC. 374. GAINS OR LOSS NOT RECOGNIZED IN CERTAIN RAILROAD 
REORGANIZATIONS. 


“(a) EXCHANGES BY CORPORATIONS, —- 

“(1) NonRECOGNITION OF GAIN OX Loss.—No gain or loss shall be recognized 
if property of a railroad corporation, as defined in section 77 (m) of the Bank- 
rupley Act (49 Stat. 922; 11 U. S. 0. 205), is transferred after July 31, 1955, 
in pursuance of an order of the court having jurisdiction of such corporation— 

“(A) in a receivership proceeding, or 

“(B) in a proceeding under section 77 of the Bankruptey Act, 

to another raiir corporation (as defined in section 77 (m) of the Bankruptcy 
Act) organized or e use of to effectuate a plan of reorganization approved 

the court in such proceeding, in exchange solely for stock or securities in such 
other railroad corporation. 

“(2) GAIN FROM EXCHANGES NOT SOLELY IN KIND.—1f an exchange would 
be within the provisions of paragraph (1) if it were not for the fact that the property 
received in exchange consists not only of stock or securities permitted by para- 
graph (1) Bs be received without the recognition of gain, but also of other property 
or m , then— 

“(A) if the corporation receiving such other property or money distributes 
it in pursuance of the plan of reorganization, no gain to the corporation 
shall be re ized from the exchange, but 

“(B) if tee corporalion receiving such other property or money does not 
distribute il'in pursuance of the plan of reorganization, the gain, if any, 
to the corporation shall be recognized, but in an amount not in excess of the 
sum of such money and the fair market value of such other property so 
received, which is not so distributed. 

“(3) Loss FROM EXCHANGES NOT SOLELY IN KiND.—If an exchange would 
be within the provisions of paragraph (1) if it were not for the fact that the 
property received in excha consisis not only of property permitted by such 
paragraph to be received without the recognition of gain or loss, but also of other 

roperty or money, then no loss from the exchange shall be recognized. 

“h Basis.—If the property of a railroad —— (as defined in section 77 
(m) of the Bankruptcy Act) was acquired after July 31, 1955, in pursuance of an 
order of the court having jurisdiction of such corporation— 

“(1) in a receivership proceeding, or 

“(2) in a proceeding under section 77 of the Bankruptcy Act, 

and the —— corporation is a railroad corporation (as defined in section 77 (m) 
of the Bankruptcy Act) organized or made use of to effectuate a plan of reorganization 
approved by the court in such proceeding, the basis shall be the same as it would 
be in the hands 4 the railroad corporation whose property was so acquired, increased 
— gain recognized under subsection (a) (2) to the transferor on such 
ransfer 


vi Me) ASSUMPTION or Potrien a the case of a ee —— i en 
assumption of a y or ion ject to a liability, t 
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SMALL BUSINESS ADMINISTRATION DISASTER LOANS 
January 19 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. Morse, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany 8. 2960] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2960) to amend the Small Business Act of 1953, as 
amended, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


INTRODUCTION 


The Small Business Act of 1953; as amended, authorizes the Small 
Business Administration to make regular business loans to the small 
businesses of the Nation. The act specifies that “not to exceed an 
aggregate -of $150 million shall be outstanding at any one time” for 
ths purpose. The act also authorizes the Small Business Adminis- 
tration to make loans to small-business men and homeowners whose 
—J—— are destroyed or damaged by floods or other catastrophes, 

he act specifies that “not to exceed an aggregate of $25 million shall 
be outstanding at any one time” for this purpose. 

Since the fall of 1955, several areas of the country, particularly the 
Northeastern and West Coast States, and the Carolinas, have been 
ravaged by devestating hurricanes and floods, These disasters have 
caused an unprecedented volume of loans to be made from the disaster 
loan fund of the Small Business Administration. As of January 6, 
1956, all but approximately $240,000 of the $25 million disaster loan 
fund had been committed to disaster victims. 

The primary purpose of this bill is to replenish lending authority 
largely see by recent disaster lending and to reconstitute the 
nature of the lending program in such a way that emergency needs for 
disaster loan funds or business loan funds can be readily met. 
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_. GENERAL STATEMENT 


The committee has considered several bills concerned with increasing 
the disaster lending authority of the Small Business Administration 
and with other related changes in its enabling statute. Specifically, 
the bills considered by the committee were S. 2775, S. 2856, S. 2866 
and certain provisions of S. 2858. Because of the urgency associate 
with this legislation, the committee restricted testimony in open 
hearings to statements by sponsors of the bills and witnesses from the 
Small Business Administration. After study of the testimony and 
after careful consideration of the several bills on the subject, the com- 
mittee determined to report a new bill (S. 2960) containing specific 
features of S. 2775, S. 2856, S. 2858, and S. 2866. Complete explana- 
tion of S. 2960 appears below: 


PURPOSES 


Combining the disaster-loan fund and business-loan fund and increasing 
the combined fund by $35 million 

Section 1 of this bill amends section 204 (b) of the Small Business 
Act of 1953 by combining the $150 million business-loan fund with the 
$25 million disaster-loan fund and by increasing the total fund in the 
amount of $35 million. Thus, the total authorization for both business 
loans and disaster loans is increased from $175 million to $210 million 
and the overall authorization, which includes $100 million for other 
purposes, is increased from $275 million to $310 million. 

he committee believes that without question the loan funds of 
the agency should be increased and is also convinced that the two 
funds should be combined in order to avoid the situation which de- 
veloped in the fall of 1955. 

As statéd above, present law limits the outstanding te of 
disaster loans to $25 million. During the month of August of 1955, 
a series of hurricanes struck the east coast—first in the Carolinas, then 
in a large portion of New England... Disaster areas were declared in- 
cluding the entire State of Connecticut, 3 counties in Delaware, 9 
counties in Massachusetts, 12 counties in New Jersey, 6 counties in 
New York, 27 counties in Pennsylvania, and 1 county in Rhode Island. 
It. became apparent to the SBA that the statutory limitation of $25 
million would be inadequate if alt the eligible disaster loan applicants 
were to be given assistance. After consultation with congressional 
leaders the agency decided that until the Congress could reconvene and 
lift this limitation, the agency would make disaster business loans from 
its business-loan fund at the 6 percent business loan interest rate to 
qualifying businesses in disaster areas. A clause was inserted in the 
loan authorization Te that the rate wvuld revert to 3 percent at 
such time as congressional action permitted. 

Under this policy the agency continued to process loan applications 
from disaster victims, and. as of December 31, 1955, not only was 
the $25 million disaster fund virtually exhausted, but the agency had 
loaned over $10 million to disaster victims from the business loan 
fund, at 6 percent interest, with the understanding that these loans 
would be converted to 3 percent disaster loans as soon as the Congress 
lifted the $25 million disaster loan ceiling. Thus, as of December 31, 
1955, (1) the disaster loan fund had a practical deficit of approxi- 
mately $10.4 million; (2) there were disaster loan applications pending 
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of approximately $3.7 million; and (3) estimates of additional loans to 
be made in New E and to victims of recent disasters in Cali- 
fornia, Oregon, and Nevada were approximately $16.9 million. The 
practical deficit and reasonable estimates of immediate demands total 
mme $31 million, and this does not include any estimates 
of demands which may be created by the present floods on the west 
coast or by other disasters which may occur at any time in the future. 

Therefore, the $35 million increase recommended by the committee 
is & minimum amount necessary to restore the drain on the 
disaster loan fund caused by disasters in the last 6 months. 

In its report on legislation to extend the Small Business Adminis- 
tration in the last session of this Congress (S. Rept. No. 405, 84th 
Cong: Ist sess.), this committee recommended that the disaster loan 
fund be combined with the business loan fund to “insure against a 
rapid exhaustion of disaster loan funds in the event of a series of major 
disasters.” Although this recommendation was embodied in the bill 
passed by the Senate (S. 2127), this feature was not contained in the 
final legislation as passed by the House and agreed to by the Senate. 
The committee has fully reconsidered the desirability of combining 
these two funds and again recommends the combination. 

We do not look upon this combination merely as a safety factor 
to insure adequate funds for disaster loans, but we view it also as a way 
to insure adequate funds for regular small business loans. We believe 
that the combination of these two funds creates a total pool of lending 
authority for both purposes and that such a pool of lending authority 
could fulfill an increased need for either disaster loans or business 
loans until such time as the Congress could act and determine whether 
the total pool should be increased. We must emphasize that this 
action should in no way result in a reduction in funds available for 
regular business loans. If such were our desire we would not recom- 
mend a $35 million increase in the combined fund. 

To illustrate the present condition of the business-loan fund and the 
disaster-loan fund, the following. table was provided by the Small 
Business Administration. While this table states a known deficit of 
$23.3 million for disaster loans, the $23.3 million figure represents 
— partial assessment of the west coast damage and does not 
include any estimate of demands caused by disasters which may occur 
between January 1, 1956, and June 30, 1957. In fact, to restore the 
disaster-loan fund to its original size would require new funds in the 
amount of $48.3 million. 














4 SMALL BUSINESS ADMINISTRATION DISASTER LOANS: 


Small Business Administration— Estimated lorient authority requirements for 
disaster and business loans 


[In millions of dollars] 
Dee ie 


1. Statutory E a aaa ana A O A —— no 20 
2. Estimated loan requirements: 
(a) Home and*business disaster loans committed under 
onde PO dau 5 dim ité di 8 des dois cm à 24 8 
(b) Business disaster loans committed under sec, 207 (a) 
at 6-percent rate to be converted to sec. 207 (b) 
We E E E E AA R 10.4 
(c) Disaster loan applications pending Dec. 31, 1955.. 3.7 
(d) *22— received from victims of west coast i 


























pending Jan. 11,1956. ..............--. 
(e) Estimated additional applications to be received 
from victims of New England floods... 132 
(J) Estimated disaster loan applications to be received 
from vietims of west coast floods. _.....-....-- 15. 0 
(g) Total estimated statutory authority required 
for disasters which have occurred____..-- 55. 8 
(h) Estimated repayments and other credits through 
POE BO. BIS US Si EL sl oué due ét 7.5 
(i) Net estimated requirements through June 30, 1957. 48.3 
3. Increase in authority required to provide for present and potential 
CRC TOR DONNE Cinbes Li oie io Ho es 23. 3 
Business loans: 
nn ob nil 150. 0 
2. Estimated loan requirements: 
(a) Outstanding balance as of Dec. 31, 1955__......-- 65. 1 
(b) Estimated January-June 1956... ...........-.-. 21.3 
(c) Estimated, fiscal year 1957. .................-.. 42.6 
(d) Total through June 30, 1957.......-....-...--.. 129. 0 
(e) Estimated repayments and other credits_........- 17.4 
(J) Net estimated requirements through June 30, 1957.....- 111. 6 
8. Estimated balance as of June 30, 1957... 38. 4 
Sum on basis of combined statutory limitation estimated as of June 30, 1957: 
LENS rose ln bé 6 175. 0 
9 isaster loan requirements (net) ...........-.... 48. 3 
b) Business loan requirements (net) ..........-.---- 111. 6 ues 
—— 159. 





2. Estimated balance available for new disasters which may occur 
during remainder of fiscal year 1956 and for fiscal year 1957; and 
for any increase in volume of business loans over current esti- as 
RE eee oe se ee ue ca a ha oem bares a 5. 








TNN percent maximum interest rate for SBA share of disaster business 
oans 

Section 2 of this bill amends section 207 (b) (1) of the Small Busi- 
ness Act of 1953, as amended, to fix a maximum of 3 percent interest 
on disaster home loans and on the Small Business Administration’s 
share of all disaster business loans, Under existing law the maximum 
interest rate for disaster home loans is 3 percent. As a matter of 
policy the Small Business Administration now limits its interest rate 
to 3 percent on direct disaster loans to small businesses and on the 
SBA’s share of disaster loans to small businesses in which banks or 
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other lending institutions participate. Two bills considered by the 
committee, S. 2858 and S. 2866, would have limited the interest rate 
to a maximum of 3 percent in all disaster loans, including any portion 
of such loans which were made by participating banks or other lending 
institutions. 

In testifying on these bills, the Administrator of the Small Business 
Administration ag samy the opinion that to so limit the interest rate 
for participating banks would be disadvantageous to borrowers in 
some cases and would discourage participation by private lenders. 
He stated that in many instances the small-business man is able to 
obtain long-term refinancing of indebtedness existing prior to a 
disaster only if his local bank is able to participate in a disaster loan 
made by the Small Business Administration. The Administrator 
was fearful that a maximum interest rate of 3 percent applicable 
both to the SBA share of the loan and the private lender’s share of 
the loan would discourage the participation by private lenders and 
would therefore work a hardship on many small-business men whose 
businesses are damaged or destroyed in disasters, 

After considering this testimony and the proposals in S. 2858 and 
S. 2866, the committee determined to fix a 3 percent maximum interest 
rate only on the Small Business Administration’s portion of disaster 
loans to small businesses. This decision was reached in the under- 
standing that private lenders will be permitted to participate in such 
disaster loans at interest rates in excess of 3 percent only in those 
unusual cases where such participation will be advantageous to the 
borrower. 

With this amendment to section 207 (b) (1), a statutory maximum 
of 3 percent interest will apply to all disaster home loans, all direct 
disaster loans to small businesses, and to the Administration’s share 
of all disaster loans to small businesses made in participation with 
private lenders, 


Increase maximum term on disaster business loans from 10 years to 20 
years 

Section 2 of this bill further amends section 207 (b) (1) of the Small 
Business Act of 1953, as amended, to permit a maximum term of 20 
years on disaster loans to small businessmen. Under existing law, 
disaster home loans may run up to 20 years, but disaster business 
loans are limited to a maximum term of 10 years. One of the bills 
considered by the committee, S. 2858, proposed that the maximum 
term on disaster business loans be raised from 10 to 20 years. 

The committee carefully considered this proposal and recommends 
that the law be changed accordingly. While we recognize that under 
normal conditions a 20-year term is unreasonably long for business 
loans, we also recognize that small-business men attempting to recover 
from a disaster are net experiencing normal conditions. We believe 
that the lower repayment schedule afforded by a longer term loan 
may encourage many businessmen to start anew where they would 
otherwise consider the situation hopeless and abandon the enterprise 
destroyed in the disaster. We do not suppose that all disaster victims 
will seek business loans at the maximum term of 20 years, nor do we 
suppose that all such victims would be eligible for such loans. Never- 
theless, we believe that in many cases a term longer than 10 years 
would be desired and that the applicant would be eligible. In such 
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cases a longer term should be available under the statute and we 
propose this amendment for this purpose. 
Technical change to improve the structure of the statute 

Section 3 of this bill repeals subsection (f) of section 207 of the Small 
Business Act of 1953, as amended, and restores the substance of this 
—— to the statute as paragraph (5) of subsection 207 (b) of 
such act. 

Section 2 of Public Law 268, 84th Congress, Ist session, an act to 
amend the Small Business Act of 1953, passed in the closing hours 
of the ist session of the 84th Congress, inadvertently added a sub- 
section (f) to section 207 of the Small Business Act of 1953. This 
subsection (f) was obviously intended to be a paragraph (5) of sub- 
section (b) of section 207. This bill merely corrects this inadvertence 
and makes no substantive change thereby. 


SUMMARY 


In brief, this bill makes the following changes in existing law: 

(1) It combines the disaster loan fund (now $25 million) of 
the Small Business Administration and the business-loan fund 
(now $150 million) into a single fund to be used for both disaster 
loans and business loans. 

(2) It increases this total fund by $35 million, thus raising 
the combined fund from $175 million to $210 million. 

(3) It fixes a maximum interest rate of 3 percent on (a) disaster 
home loans; (6) direct disaster business loans; and (c) the Small 
Business Administration’s share of disaster business loans made 
in participation with private lenders, 

& It fixes a maximum term of 20 years for both disaster 
home loans and disaster business loans. 

(5) It makes a technical change in the structure of section 
207 of the Small Business Act of 1953, as amended, which change 
has no substantive effect. 

The committee wishes to stress the urgency of this legislation and 
to urge its prompt and favorable consideration by the Senate. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SMALL Business Act or 1953, as AMENDED 
Me ~ l * > ` * * 


Szc. 204. * *.* 

Eb) The Administration is authorized to obtain money from the Treasury 
of United States for use in the performance of ees and duties granted 
to or imposed upon it by law, not to exceed a total of $275,000,000 outstanding 
at any one time. For this purpose appropriations not to exceed $275,000,000 
are hereby authorized to be made to a revolving fund in the Treasury, Advances 
shall be made to the Administration from the revolving fund when requested by 
the Administration. | This revolving fund shall be used for the purposes enumer- 
ated subsequently in sections 207 (a), (b), (c), and (d). Not to exceed an aggre- 
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erated, in section 207 (a). Not to E to exoosd an segregate of $25,000,000 shall be 


at any one time for — Si pi ‘section 0 ‘io 
Rot to xen to exceed an Hirdnie of 8100,0000 shall be outstanding at any one time 
‘for purposes enumerated in sections 207 (c) and (d). The Administration 
sal pay Pinte thintelieneses reset — — 
on the net amount of the cash disbursements from such advances 
ae a rate determined he Apo of into consideration 
the current EU ing interest-bearing marketable public debt 


—3 nited States of comparable maturities. J 
The Administration is authorized to obtain money from the Treasury of the 
United States for use a ere ee s and duties granted to or 
imposed — 13* w, not to exceed a total of 3 10,009,000 outstanding at any 
For this ee not to exceed $310,000,000 are rer 

authorized to be made to ar ing fund in the Treasury. Advances shall be made 
to the Administration from the revolving fund when requested by the Administration. 
This revolving fund shall be used for the purposes enumerated s y in section 
207 (a) and. (b). Not to ezceed an aggregate of $210,000,000 s be outstanding 
C aa e rt ote enumerated in section 207 (a) and (b) (1). Not to 

an aggregate of $100,000,000 shall be outstanding at any one time.for the 
purposes enumerated in section 207 (b «a and (b) (3). The Administration shall 
pay into miscellaneous receipts of the at the close of each fiscal year, interest 
on the net amount of the cash ue nues rom such advances at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average rate 
on outstanding interest-bearing marketable public debt obligations of the United States 
of comparable — 

* Ga * * * * 

Sec. 207. * * : 
(b) The Administration also is empowered— 

(1) to make such loans (either directly or in cooperation with banks or 
other lending institutions through agreements to participate on an immediate 
or deferred is} as the Administration may determine to be necessary or 
appropriate because of floods or other catastrophes, including necessary or 
appropriate loans to any small-business concern located in an area where a 
drought is occurring, if the Administration determines that the small-business 
concern has suff ‘a substantial economic i injury as a result of such drought, 
and the President has determined under the Act entitled “An Act to authorize 
Federal assistance to States and local governments in major disasters, and 
for other purposes”, approved September 30, 1950, as amended (42 U.S. C. 
secs. 1855-1855g), that such drought is a major disaster, or the Secretary o 
Agriculture has found under the Act entitled “An Act to abolish the Regional 
Agricultural Credit Corporation of Washington, District of Columbia, and 
transfer its functions to the Secre of Agriculture, to authorize the Secre- 
tary of Agriculture to make disaster loans, and for other purposes”, approved 
April 6, 1949, as amended (12 U. S. C., secs. 1148a-1- -1148a-3), that such 
— constitutes a production or economic disaster in such area: [Pro- 

That no such loan including renewals and extensions thereof may be 
made for à period or periods ex ing ten years except that where such loan 
is for acquisition or construction CEE es of site therefor) of 
housing for the personal occupancy of the borrower, it may be made for a 
period not to exceed twenty years and at an interest rate not to exceed 3 
per centum pe annum ;] Provided, That no such loan including renewals and 
extensions thereof va be made for a period or periods exceeding twenty years: 
And provided further, That the interest rate on the Administration’ s share of 
loans made under this subsection shall not ezceed 3 per centum per annum; 


(3) to — fo: the —— of ine contracts by — or 
otherwise letting subcontracts to small-business concerns or others for the 
manufacture, supply, or assembly of such articles, equipment, —— or 
materials, or parts t thereof, or —— ba processing in connection therewith, 
or such management services as ma necessary to enable the Administra- 
tion to perform such contracts; Land] 

no to provide technical and managerial aids to small-business concerns, 

advising and counseling on matters on connection with Government pro- 
— and on — principles, and practices of good management, 
including but not limited to cost accounting, methods of financing, business 
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insurance, accident cont wage’ incentives and methods ee. by 
and advising with voluntary business, professional, educational, 
and other nonprofit organizations, associations, and institutions and with 
other Federal and State agencies, by maintaining a clearinghouse for informa- 
tion concerning the managing, financing, ‘and operation of small-business 
enterprises, by disseminating such information, and by such other activities 
as are deemed appropriate by the Administration[.]; and 
(5) to further extend the maturity of or renew any loan made pursuant to this 
section, beyond the periods stated therein, or any loan transferred. to the Adminis- 
tration pursuant to Reorganization Plan Numbered 2 of 1954 for additional 
— not to exceed ten years, if such extension or renewal will aid in the orderly 
iquidation of such toan. 
> * 


* * * * * 


Lf) To further extend the maturity of or renew any loan made pursuant to 


subsection (a) or (b) of this section, beyond the periods stated therein, or any 
loan transferred to the Administration pursuant to Reorganization Plan Num- 
bered 2 of 1954, for additional periods not to exceed ten years, if such extension 
or renewal will aid. in the orderly liquidation of such lean i 


+ * * * * * > 


O 
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TITLE I LOANS FOR DISASTER AREAS 


January 19 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. SPARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany S. J. 113] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 113) to authorize Federal Housing 
Administration title I insured loans on new residential structures 
suffering disaster-connected damages, having considered the same, re- 
port favorably thereon without amendment and recommend that the 
joint resolution do pass. 


GENERAL STATEMENT 


This resolution would authorize the Federal Housing Administra- 
tion to insure, under the title I program, loans made for home improve- 
ments on new residential structures without regard to the statuto 
requirement as to completion and period of occupancy where suc 
structures suffered disaster-connected damage. The assistance au- 
thorized by the resolution is limited to those new (less than 6 months’ 
occupancy) residential structures which are located in disaster areas 
declared by the President pursuant to section 2 (a) of the act, entitled 
“An Act to authorize Federal assistance to States and local govern- 
ment in major disasters and for other purposes,” as amended (Public 
Law 875, 81st Cong., approved September 30, 1950). 

The Housing Act of 1954 (Public Law 560, 83d Cong., approved 
August 2, 1954) amended prior title I legislation so as to prohibit the 
issuance of FHA insurance under the title I home-improvement pro- 
gram— 
with respect to new residential structures that have not been completed and 
occupied for at least 6 months, 
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‘This amendment was designed to prevent the use of a title I home- 
improvement loan as a downpayment on a new home to be —— 
—— borrower and to protect the borrowers from overburdening his 
ability to pay. 

When Fa 1954 Housing Act was being considered by the Congress 
it was not anticipated that a disaster might occur which would mate- 
rially affect the basic livability or utility of new residential structures. 
Since the enactment of the 1954 Housing Act, this Nation has expe- 
rienced a number of devastations from the forces of nature over 
which man has no control. In one form or another, disasters have 
affected most sections of this country in the past 18 months. On 
sapa 18 and 19, 1955, Hurricane Diane caused an estimated $1,470 

illion of damage in the States of Connecticut, Massachusetts, Rhode 
Island, New Jersey, New York, and Pennsylvania. Storms, of short 
duration but extreme violence, have occurred in every State and the 
District of Columbia, with hundreds hitting the Great Plains annually. 
Property damage for this devastation runs into millions of dollars 
each year. 

There follows herewith a report from the Administrator of the 
Housing and Home Finance Agency, dated January 16, 1956, to the 
chairman of the Senate Banking and Currency Committee on Senate 
Joint Resolution 113. 


Re Senate Joint Resolution 113, 84th Congress. 


Hon. J. W: FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Dear Senator Futsricst: This is in response to your request of January 12 
for the views of this Agency on the merits of Senate Joint Resolution 113, a joint 
resolution to permit FHA title I repair assistance to new homes damaged by 
' major disasters. This joint resolution was proposed by the Housing and Home 
Finance Agency to remove an obstacle to the full use of the FHA title I program 
in the current west coast flood disaster and other major disasters. 

Under the present provisions of title I of the National Housing Act the FHA 
cannot. insure lending institutions against loss on loans for the repair of new 
homes which have not been completed and occupied for at least 6 months. Senate 
Joint Resolution 113 would amend section 2 (a) of the National Housing Act to 
provide that this requirement shall not be mandatory where the house has been 
damaged by a disaster which has been determined by the President of the United 
States to be a major disaster. 

A number of new homes occupied less than 6 months have been damaged by 
floods on the west coast. For example, in Yuba City, Calif., several new sub- 
divisions composed of primarily new housing are under water, and the Federal 
Housing Administration has received reports of scattered cases in Oregon where 
new homes have been damaged by floods. The FHA has also had several requests 
from lenders to make title I insurance available for loans to repair this housing. 
The requirement in the present law that a house should be occupied at least 6 
months before the owner is eligible for a title I loan was not intended to prevent 
assistance to homeowners in cases of disasters. It was enacted to prevent certain 
abuses of the title | program, such as using a title I loan for the downpayment 
ona home. Authority to waive the 6 months’ occupancy requirement where the 
housing has been damaged by major disasters will provide an additional method 
of assistance to disaster victims but preserve the provision for its original purpose 
of preventing abuses of the title I program. 

Phis Agency therefore requests enactment of Senate Joint Resolution 113 as 
soon as — so that this assistance can be made available promptly in the 
current disaster on the west coast and in any future major disasters. The Bureau 
of the Budget has advised that the joint resolution is without objection insofar as 
it is concerned. 

Sincerely yours, 


JANUARY 16, 1956. 


ALBERT M. Coin, Administrator. 





TITLE I LOANS FOR DISASTER AREAS 3 


SUMMARY 


This joint resolution enables owners of new residential structures, 
without respect to the present requirements of occupancy, to obtain 
Federal assistance under the title I home-repair program to repair 
disaster-connected damage to their homes. We believe this joint 
resolution is in the public interest and we further believe it does not 
affect materially the basic intent which the —— had in restricting 
the title I home-improvement program in the Housing Act of 1954. 


We recommend approval of Senate Joint Resolution 113. 
O 
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AUTHORIZING THE TRANSFER OF WAR HOUSING 
PROJECTS TO THE CITY OF MOSES LAKE, WASH., AND 
TO OTHER COMMUNITIES SIMILARLY SITUATED 


Janvary 19 (legislative day, January 16), 1956.—Ordered to be printed 


Mr. SPARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 6298) 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 6298) to amend section 601 (g) of the act entitled “An 
act to expedite the provision of housing in connection with national 
defense, and for other purposes,” approved October 14, 1940, as 
amended, to permit transfer of war-housing projects to the city of 
Moses Lake, Wash., and to other communities similarly situated, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF BILL 


This bill will permit the transfer of war-housing projects to the city 
of Moses Lake, Wash., and to other communities similarly situated. 
The property involved at Moses Lake consists of 172 temporary 
family dwelling units constructed under the Lanham Act and identi- 
fied as WASH-45206 and WASH-V 45402. These housing units are 
under the jurisdiction of the Housing and Home Finance Agency and 
are managed by the Housing Authority of Grant County, Wash. 

The Housing Act of 1950 added a new title VI to the Lanham Act 
and provided for the disposition of war-housing units owned by the 
Government, Section 601 (b) authorized the Housing Agency to 
transfer without charge temporary war-housing units to the city or 
town in which the units are located. 

The Congress decided that certain temporary housing in the city 
of Richmond, Calif., should be transferred to the local public agency 
organized for slum clearance and community redevelopment rather 
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than to any other agency of the city. Section 601 (g) of the Lanham 
Act was written to accomplish this purpose. However, instead of 
naming the city of Richmond, Calif., as the sole locality to which this 
specific restriction should apply, section 601 (g) states that the restric- 
tion shall apply in the case of any city where the total population by 
the 1940 census is less than the number of persons living in temporary 
housing on December 31, 1948. 

Whereas the restriction in section 601 (g) was intended to apply 
only to Richmond, Calif., it is now discovered that it also applies to 
the city of Moses Lake., Wash. Under the law, therefore, the tem- 
porary units in the city of Moses Lake cannot be transferred to the 
city but must be transferred to a local slum clearance authority—and 
the city of Moses Lake does not have such a local public body. 

Under the provisions of H. R. 6298, it is proposed to remove this 
restriction, not only as to Moses Lake, Wash., which does not have a 
qualified local public agency to accept transfer of this property, but 
to other communities similarly situated, by adding the following 
language at the end of section 601 (g) of title VI: 

If at the time of the relinquishment or transfer there is in existence in such a 
municipality a local public agency organized specifically and solely for the purpose 
of slum clearance and community velopment. 

In addition to H. R. 6298, there was also pending before the Senate 
Committee on Banking and Currency another bill, S. 2073, which 
would permit the transfer of these temporary housing units to the 
city of Moses Lake, Wash., notwithstanding the provisions of sub- 
section (g) of section 601 of the Lanham Act. In commenting upon 
S. 2073, Albert M. Cole, Administrator of the Housing and Home 
Finance Agency, by letter dated July 13, 1955, to the chairman of the 
Subcommittee on Housing of the Senate Committee on Banking and 
Currency, while expressing his agreement with the objective of this 
bill, recommended that section 601 (g) be amended in either of the 
— ways: 

e: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection 601 (g) of the Act entitled “An 
Act to expedite the provision of housing in connection with national defense, and 
for other p ” approved October 14, 1940, as amended, is hereby amended 
to read as follows: “‘(g) Notwithstanding the provisions of subsection (b) of this 
section, temporary housing located in Richmond, California, may be relinquished 
and transferred pursuant to that subsection, only to The Redevelopment Agency 
of the City of Richmond”, 


Two: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subsection 601 (g) of the Act entitled “An 
Act to expedite the provision of housing in connection with national defense, and 
for other ? ”” approved October 14, 1940, as amended, is hereby amended by 
striking the period at the end thereof and adding the following: “if at the time of the relin- 
quishment or transfer there is in existence in such a municipality a local public 
agency organized specifically and solely for the purpose of slum clearance and 
community redevelopment”. 


Inasmuch as H. R. 6298 is identical with the second proposal sug- 
gested by the Administration and since this proposal ——— the 
objective of S. 2073, not only for the community of Moses Lake, but 

for any other community similarly situated, your committee rec- 
ommends approval of H. R. 6298. 
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SUMMARY 


It seems clear that the city of Moses Lake, Wash., and perhaps 
other communities, have been inadvertently prevented from acquir- 
ing temporary housing units constructed under the provisions of the 
Lanham Act. This was not the intention of Congress in enactin 
section 601 (g) of the Lanham Act. This inadvertence can be cure 
for the city of Moses Lake, Wash., either by S. 2073 or H. R. 6298. 
However, since H. R. 6298 has already been passed by the House of 
Representatives, and since the method adopted in that bill would also 
remove the restriction from any other cities which may have been 
inadvetently affected by section 601 (g), the approval of H. R. 6298 
would seem to be the preferable action. We believe that H. R. 6298 
is in the public interest and recommend its approval without amend- 
ment. 


O 








